MEMORANDUM

Sl Juné'9, 1681

Td : Gene Carasick
FROM : Douglas Scarff
SUBJECT : Shad Options Primer

This will serve to remind us that I have promised
Chairman Shad a "nuts and bolts'" introduction to standardized
exchange-traded options (ignoring for the moment the CFTC
jurisdictional problem). John said simply, by reference to
our '"new products' memorandum, that he had little or no con-
tact over the past decade with the development of this new
product and that, accordingly, he needs to start at the
. beginning. In a space of 3-4 single spaced pages at most, he
wants to be told where options came from, what investment and
economic functions they serve, what market structure has
developed and what are the larger options issues before the
Commission. In a sense, this represents a severe distillation
of the Options Study with update. Stated another way,
Chairman Shad would like you to tell him everything he should
know about options in 2-3 pages.

Good luck!

cc: G. Simon




